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SECURITIES AND EXCHANGE COMMISSION
A legislative proposal to bring banks and similar institutions under Commission
rules regarding processing proxy material is the subject of a 4/12/84 open
Commission meeting. The legislative proposal to amend Section 14(b) under 
the Exchange Act of 1934 grew out of one of the recommendations made by the 
SEC’s Advisory Committee on Shareholder Communications. The Committee noted 
that banks hold a majority of the shares held in nominee name but that the 
Commission lacks the authority to require them to perform the same tasks as 
registered broker-dealers regarding proxy processing. Additionally, a 
number of associations have acquired fiduciary powers and are maintaining 
trust and custodial accounts. These activities are indistinguishable from 
the trust activities of banks. The Commission believes these entities should 
be treated the same as banks. The legislative proposal would permit the SEC 
to extend its rules relating to proxy processing to banks and these other 
entities, thereby according investors that register securities in the name 
of banks and these other entities the same protection as investors that regis­
ter securities in the name of registered broker-dealers. The meeting is 
scheduled for 10 a.m. in Room 1C30, 450 Fifth Street, N.W., Washington, D.C.
An amendment to Rule 406 under the Securities Act of 1933 has been adopted by
the Commission (see the 4/4/84 Fed. Reg., p p .  13336-7) . Adoption of the
rule establishes a system of confidential treatment under the Securities 
Act that is similar in scope and procedure to that under the Securities 
Exchange Act of 1934. The revision is a further step in the integration 
of the disclosure requirements under the two Acts. The rule will become 
effective 5/4/84. For additional information contact Barry Mehlman at 
202/272-2573.
SMALL BUSINESS ADMINISTRATION
Financial institutions will be considered "small” if their assets do not exceed
$100 million, according to a proposed rule by the U.S. Small Business
Administration (see the 4/2/84 Fed. Reg., pp. 13052-54) . Several minority 
banks indicated to SBA that permitting contracts for financial services, 
including deposits, by prime contractors with minority financial institutions 
to meet subcontracting goals and credits is urgently needed to sustain the 
minority banking community. Furthermore, in the SBA’s opinion, such a posi­
tion will result in enhanced availability of capital to small and minority 
owned businesses since the financial institutions providing such services 
will be better able to service these businesses. This, according to SBA, 
is because of the "pass-through effect" that additional deposits in minority 
financial institutions would have on minority businesses. This presumes,
SBA stated, that more money deposited in minority financial institutions 
results in more loans to minority businesses and individuals located in 
proximity to the minority financial institutions. Comments are requested 
by 6/1/84. For additional information contact Andrew Canellas at 202/653-6373
TREASURY, DEPARTMENT OF
Pension plan administrators must use the federal tax deposit (FTP) system when
submitting income tax withheld on benefit payments, according to a recent
IRS news release. Under TEFRA, income tax must be withheld from pensions, 
annuities and other deferred income unless the recipient elects not to have 
withholding. The IRS noted that the withheld tax should be deposited 
in an authorized federal tax depository using federal deposit coupons and 
then reported on either Form 941, Employer’s Quarterly Federal Tax Return, 
or Form 941E, Quarterly Return of Withheld Federal Income Tax. The payor
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must also file Forms 1099-R or W-2P at year-end to show the total of the 
pension or annuity payments and the amount of tax withheld. For additional 
information contact the Public Affairs Division at 202/566-4024.
Retroactive application of the Dickman decision regarding intra-family, interest-
free demand loans should be limited on grounds of fairness and administrative
simplicity, according to testimony by representatives of the AICPA before 
the Congress on 4/3/84. Appearing before the Senate Finance Committee 
hearing to discuss gift tax relief legislation, Albert B. Ellentuck, Chairman 
of the AICPA's Tax Division, testified that "the motivations behind interest- 
free loans are several, and for some taxpayers avoidance of estate and gift 
taxes have played a role. But, many such transactions are in the family 
context, and have been intended to provide children with the means to begin 
their independent course in a costly and inflationary edoncmic world." On 
2/22/84, the U.S. Supreme Court in Dickman v. Commissioner of Internal Revenue 
ruled that an intra-family, interest-free demand loan results in a taxable 
gift of the value of the use of the money lent. According to Ellentuck, the 
Dickman rule contains no limit as to time or amount upon the obligation of 
taxpayers to resurrect transactions, and no limit upon the obligation of the 
IRS to investigate and assess. He concluded that a law taxing interest-free 
loans after Dickman and passed by Congress with due deliberation is one which 
will be accepted, complied with and enforced by all elements of the taxing 
community. But, he continued, "we must appeal for relief from the chaotic 
situation caused by the retroactivity of Dickman —  the application of indefinite 
rules to the virtually unlimited past."
In a related matter, the IRS has announced that it will administratively 
apply a de minimus rule in applying the Dickman decision on interest-free 
demand loans. Any loan balance of $100,000 or less will be included in the 
annual gift tax exclusion whether or not other gifts have been made and have 
used up that exclusion.
SPECIAL: MORATORIUM ON FINANCIAL SERVICES COMBINATIONS PROPOSED BY REP. WIRTH
Legislation intended to impose an 18 month moratorium on combinations between
securities firms, insurance companies, and banks and their activities
was introduced on 4/3/84 by Rep. Timothy Wirth (D-CO) . Additionally, Rep.
Wirth, who is Chairman of the House Energy’s subcommittee on Telecommunica­
tions, Consumer Protection and Finance, seeks to use H.R 5342 to establish 
a Commission on Capital Markets. The Commission would evaluate current and 
prospective changes in financial structure and regulation while the moratorium 
is in effect. The proposal would prohibit mergers, acquisitions or affiliations 
between securities firms, insurance companies and depository institutions as 
of 3/31/84. It would also prohibit financial intermediaries and non-financial 
businesses from engaging directly in one another’s primary activities unless 
the combination was explicitly authorized by federal or state law or regulation 
before 1/1/83. Financial services combinations that are "grandfathered" will 
not be allowed to expand by means of additional mergers or acquisitions or by 
substantial transfers of resources from the parent company. According to 
Rep. Wirth, the measure is needed to end "an erosion of coherence in the regu­
latory framework that threatens the soundness of the financial system and a 
change in the distribution of savings and credit that could significantly 
impair the outlook for balanced economic growth." Sen. Jake Garn (R-UT) 
author of S. 2181, has changed from opposition to a moratorium to the view 
that a moratorium with divestiture would be preferable to no congressional 
action. Chairman of the House Banking Committee Fernand St Germain (D-RI) 
has his own moratorium bill, H.R. 3499. If enacted, the St Germain measure 
would take effect retroactively on 1/1/83 and force the divestiture of several 
major bank securities acquisitions.
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SPECIAL: SENATE SUBCOMMITTEE HOLDS HEARING ON OMB CIRCULAR A-122
Administration officials "declined to appear" at a Senate hearing to discuss
proposals to change OMB Circular A-122, according to Intergovernmental 
Relations Subcommittee Chairman Sen. Dave Durenberger (R-MN) in Washington, 
D.C., on 4/2/84. A-122, which sets cost principles for nonprofit organiza­
tions and the procurement regulations for NASA, GSA, and DOD, has been the 
subject of numerous drafts circulated by OMB to restrict funding for some 
legislative activities of federal contractors and grantees which OMB believes 
are unacceptable and which result in federal funds for lobbying purposes. 
According to Sen. Durenberger, his bill, S. 2251, the "Uniform Lobbying 
Cost Principles Act of 1984," is intended to address the concerns of Congress 
with respect to A-122. Addressing the absence of any representative from 
OMB at this hearing, Sen. Durenberger stated: "I can only conclude from 
this behavior that the Administration is intent on undermining the viability 
of S. 2251 by waiting so long to act on A-122 that, in the event A-122 is 
unacceptable, there will not be time to pass this legislation before the 
summer recess. If that is their plan, it is too bad. Because, they will 
soon be in for a very bumpy ride." S. 2251, according to Sen. Durenberger, 
will supercede any portion of OMB Circular A-122 or other regulations in 
conflict with it and restricts the use of federal funds only with respect 
to costs knowingly incurred in direct support of "influencing legislation," 
as defined in the Internal Revenue Code, with minor modification. Sen. 
Durenberger also stated that his legislation would not restrict:legislative 
liaison; making available the results of nonpartisan analysis; providing 
technical advice or assistance at the request of a government official or 
employee; local lobbying; most state lobbying, and activities of public 
officials. Special Assistant to the Comptroller General Milton J. Socolar 
appeared before the Intergovernmental Relations Subcommittee hearing and 
supported certain provisions of S. 2251. He also said, "I do think it 
would be preferable to delay the introduction of legislation until there 
has been some operating experience with QMB’s revised Circular A-122." A 
further hearing scheduled for 4/5/84 was cancelled, and, according to the 
Intergovernmental Relations Subcommittee, a hearing will be scheduled after 
receipt of the most recent OMB revision of A-122.
For additional information please contact Gina Rosasco, Nick Nichols, 
Stephanie McCarthy or Kathee Baker at 202/872-8190.
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